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Costa Rican Stand-By Arrangement with the Fund 


The International Monetary Fund announced on 
September 6 that the Government of Costa Rica had 
entered into a stand-by arrangement under which it may 
draw up to $15 million during the next twelve months 
in currencies held by the Fund. 

Costa Rica’s payments difficulties over the past 
two years have had both external and internal causes. 
Export prices have declined for the country’s principal 
commodities—coffee, cotton, cocoa, and bananas—and 
the effect of this on the balance of payments has been 
offset only in part by an increased volume of exports. 
Imports have risen as a consequence of an expanding 
economy. Because of the decline in income from 
exports, the Government adopted internal measures 
designed to maintain domestic incomes as well as over- 
all investment, but these policies have led to credit 
expansion and a weakening of the budgetary position. 

In this situation, the Government of Costa Rica has 
adopted a foreign exchange reform (see this News 
Survey, Vol. XIII, p. 273). The Central Bank now 
purchases exchange at {J 6.62 per U.S. dollar and sells 
at Y 6.65 per U.S. dollar. As a transitional arrangement 
through November 1, 1961, the proceeds of coffee 
exports will continue to be surrendered at the rate of 
¢ 5.60 per U.S. dollar. In addition, until February 28, 
1962, exchange for certain expenses abroad of regis- 
tered students will continue to be provided at the rate 
of ¢ 5.67 per U.S. dollar. 

To limit the windfall profits arising from the change 
in the exchange rates, taxes have been placed on those 
exports to which the rate of Y 5.60 per U.S. dollar had 


IFC Investment in Colombia 


The International Finance Corporation (IFC) an- 
nounced on September 8 investment commitments 
totaling US$4 million in Colombia—$2 million each in 
two private financing institutions, the Corporacién 
Financiera Colombiana de Desarrollo Industrial, of 
Bogota, and the Corporacién Financiera Nacional, of 
Medellin. This is the IFC’s first investment in financial 
institutions. The investment is represented by unsecured 
peso notes which are fully convertible into shares. They 
bear no fixed interest, but the IFC will receive interest 
equal to the dividends paid on capital stock. The notes 
mature from 1971 to 1973. 


previously applied. The export tax on coffee has been 
increased from 5 per cent to 10 per cent; a new tax of 
7% per cent has been placed on sugar exports; and for 
bananas, a tax of 10 per cent has been placed on the 
foreign exchange that the banana companies sell for 
domestic currency to meet local costs and taxes. 

The tariff on specified essential imports has been low- 
ered in order to reduce the effect on the cost of living 
of the higher local currency costs of these items, but 
for a large number of other items the tariff remains 
unchanged. However, to reduce the import demand for 
less essential and luxury imports, and in order to im- 
prove fiscal revenues, import surcharges of 15 per cent 
and 50 per cent have been established; these surcharges 
are to be eliminated when a new customs tariff is 
promulgated before the end of 1962. 

The Government's fiscal position will be further 
strengthened by new tax measures and limits on govern- 
mental expenditure, and by foreign assistance. The Cen- 
tral Bank plans to limit the expansion of bank credit. 

The resources provided by the Fund will supplement 
Costa Rica’s reserves while these measures are taking 
effect. The Costa Rican Government will also have the 
benefit, for this purpose, of a $6 million exchange agree- 
ment with the U.S. Treasury; and it is negotiating with 
other sources of credit for funds to be applied to the 
country’s economic development. 


Sources: International Monetary Fund, Press Release, 
Washington, D.C., September 6, 1961; La 
Gaceta, Diario Oficial, San José, Costa Rica, 
September 3, 1961. 


The two corporations were organized in 1958 and 
1959 to finance the development of industry in Colom- 
bia by providing medium-term and long-term capital, 
and to stimulate the growth of the Colombian capital 
market. Up to the present they have engaged primarily 
in medium-term operations. As a result of the IFC in- 
vestments, both institutions may now engage in equity 
and long-term financing and expand their underwriting 
activities. The IFC has agreed to provide consultation 
and technical help on matters of organization and 
investment procedure. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., September 8, 1961. 
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U.K. Reserves 

The United Kingdom’s holdings of gold and con- 
vertible currencies rose by £369 million in August, to 
£1,245 million. A number of special transactions oc- 
curred during the month, including the purchase of the 
equivalent of £518 million from the International Mone- 
tary Fund; a repayment of £200 million to overseas 
central banks (the Times says that this represents the 
bulk of the money borrowed earlier in the year under 
the so-called “Basle Agreement”—see this News Sur- 
vey, Vol. XIII, p. 266); a repayment of a further £10 
million by the United Kingdom on debts outstanding 
from the European Payments Union (EPU); and pur- 
chases of up to £27 million by France of sterling on ac- 
count of the French EPU debt to the United Kingdom. 
Thus, depending on the size of the French payment, 
there was an increase in the reserves of between £34 
million and £61 million, excluding the 
transactions. 


special 


The Times comments that the economic measures in- 
troduced in July (see this News Survey, Vol. XIII, 
p. 233) had an immediate impact in checking the out- 
flow of funds from London, but there does not seem to 
have been any large-scale return of short-term funds to 
London. The improvement in the reserves in August 
seems to reflect straightforward commercial transac- 
tions. Demands of British importers for foreign currency 
appear to have been rather less than might have been 
expected at that time of year, partly because imports 
are decreasing. A further reason for the gain in reserves 
is that the Bank of England was able to skim foreign 
currencies from the foreign exchange market at times 
when rates were moving strongly in favor of sterling. 
In the next few months, on the assumption of an 
improvement in the international position, it seems 
reasonable to expect further improvement in U.K. 
reserves. The non-sterling world is still short of sterling, 
and foreign buyers will have to come into the market 
to meet their financial requirements. 

Source: The Times, London, England, September 5, 
1961. 


Economic Conditions in Norway 

The Norwegian Central Bureau of Statistics reports 
that, since the autumn of 1960, total demand in Norway 
has risen more sharply than production. Retail sales in 
May were 8 per cent higher than in May 1960; in the 
4 months January-April 1961, they had exceeded sales 
in the same period of 1960 by 7.5 per cent a month. 
In May of this year, as in the preceding months, sales 
of motorcars and accessories and of electrical appliances 
showed the sharpest increases. Provisional estimates for 
the first half-year suggest that the volume of private 
consumption was between 6 and 7 per cent higher than 
in the corresponding period of 1960. So far this year, 


fixed capital investment has shown an increase even 
sharper than that for private consumption; when com- 
pared with the first half of last year, an increase of 
about 10 per cent, at constant prices, is estimated. 
The increase was sharpest in investment in ships and 
boats, which was 25 per cent more than in the first 
6 months of 1960. Investment in other means of trans- 
portation and in machinery and equipment also rose 
substantially, and provisional figures for new orders in 
the iron and metal industries in the second quarter sug- 
gest that the increase is continuing. Figures for the 
building sector confirm the impression of strong and 
rising investment activity. At the turn of the year, build- 
ing under construction was 2 per cent greater than 
12 months earlier. An unusually sharp increase in new 
building during the winter and spring caused a gradual 
increase in this figure, and at the end of May building 
under construction was 6 per cent more than a year ear- 
lier. The value of exports of goods in the first 6 months 
of this year was 2.5 per cent more than in the first 
6 months of 1960, and estimates for July show a similar 
increase; the comparatively slight growth reflects the 
fact that export prices so far this year have been about 
2 per cent lower than in the corresponding period of 
1960. In volume terms, exports of goods increased by 
4-5 per cent, about the same as production in the export 
industries. 

The growth in production, while not as great since 
the autumn of 1960 as the growth in demand, has been 
substantial; provisional estimates indicate that the gross 
national product at constant prices in the first 6 months 
of this year was well over 5 per cent greater than in the 
first half of 1960. The shortage of labor, however, has 
made it difficult to cover the need for manpower in 
many branches and districts. Industrial production in 
May and June was about 3 per cent higher than in 
May and June 1960; this was a substantially lower rate 
of increase than in the first 4 months of 1961, when 
production was nearly 8 per cent higher than in the 
first 4 months of 1960. Strikes in the sawmills and plan- 
ing mills, in the rubber products industry, and in mining 
explain the decline, to a certain extent. Capacity limi- 
tations and labor shortages appear to be restricting the 
possibilities for a further increase in production, and 
according to the Central Bureau, signs of pressures in 
the economy are increasing rather than declining. 

The restrictive measures announced at the beginning 
of July following agreement in the Joint Consultation 
Council (see this News Survey, Vol. XIII, p. 210) will 
probably help to check the demand for consumer dur- 
able goods, the building up of stocks, and, possibly, 
industrial demand for investment goods in general. The 
demand for motorcars, moreover, is likely to lessen after 
the vacation season. However, according to the Central 
Bureau of Statistics, the underlying tendency toward the 
expansion of internal demand is still strong, especially 
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since the wage increases awarded during the year are 
expected to result in increased consumer demand. 


Source: Statistisk Sentralbyra, Statistisk Ukehefte, Oslo, 
Norway, August 24, 1961. 


Credit Policy in Sweden 


The Governor of the Sveriges Riksbank, Per Asbrink, 
said in a recent speech that at present there was no 
reason to expect any further tightening of the Riks- 
bank’s credit policy, although he could not promise any 
relaxation in the near future. The situation at the 
moment was favorable for the development of a more 
efficient capital market than Sweden had had in recent 
years. The creation of the general pension funds (see 
this News Survey, Vol. XIII, p. 149) meant a bigger 
change in Sweden’s business life than had at first been 
expected. It was to be hoped that the opportunity now 
afforded for setting up new long-term credit institutions 
would be taken. These institutions were needed to grant 
long-term credits to small and medium-sized businesses 
in trade and industry. They should be empowered to 
sell bonds to the general pension funds and to relend 
the funds to the firms that could make the best and 
most efficient use of them. 

The Governor warned against the competition be- 
tween the banks for deposits. There was a tendency to 
switch from low-interest-bearing to high-interest-bearing 
deposits, and this might cause problems in the future 
when the banks might not be able to cover their higher 
costs through lending as easily as they could today. This 
was the first sign of an increase in the interest rate level 
not originating in the Riksbank. 

For the future, the Governor said that it would be 
advantageous if the excellent fiscal policy followed in 
the past year were continued. The problem of the 
budget was no longer one of matching revenue and 
expenditure, but rather that of retaining the budget as, 
perhaps, the principal economic regulator. It should be 
realized that the stability at last attained had been 
made possible only by supplementing the contractive 
influence of the budget surplus with a tough credit 
policy and special operations for mopping up liquid 
funds. Without these measures, the budget surplus would 
have had to be increased substantially in order to 
achieve the same effect. By following these policies, 
Sweden had been able to avoid large price increases, 
other than those caused by the introduction of the turn- 
over tax. At the same time, the current payments posi- 
tion had improved and foreign exchange reserves were 
strengthened considerably within a year. This had been 
accomplished without prejudice to full employment, 
rapid economic growth, and an even and high rate of 
investment. 


Source: Svenska Dagbladet, 


August 29, 1961. 


Stockholm, Sweden, 


Long-Term View of Swedish Government Finances 


The total budget of the Swedish Government for the 
fiscal year 1960-61 is expected to show a surplus of 
about SKr 250 million ($48 million), the first surplus 
since 1951-52. Revenue is estimated as about SKr 3 bil- 
lion greater than in the fiscal year 1959-60, while 
expenditure is calculated as increasing by only 
SKr 1.2 billion. There are several reasons for the 
improvement in revenue. The general turnover tax now 
brings in its full contribution of SKr 1.5 billion to 
government finances, and revenue from the income tax 
has grown as a result of a considerable increase in 
incomes. Individual taxpayers’ incomes from employ- 
ment rose last year by 10 per cent, and company tax- 
able income by 20 per cent. 

The improvement in government finances appears, 
however, to be only a temporary phenomenon. A fore- 
cast for government finances up to the fiscal year 
1964-65, which is given in the latest budget estimate, 
indicates that revenue may increase less than expendi- 
ture. For expenditure, a rise of nearly SKr 1 billion, or 
just over 5 per cent, a year during the next four fiscal 
years is estimated. The calculation has taken into ac- 
count increases in expenditure already decided upon or 
attributable to population development—for example, 
the automatically increasing defense expenditure and the 
rising cost of national pensions in the years 1962-64. 
The revenue estimate is based on the assumption that 
total taxable income will increase by about 3.5 per cent 
a year. Because of variations in the disbursement of tax 
funds to local governments, the consequent increase in 
government income will vary from SKr 140 million in 
the fiscal year 1962-63 to SKr 900 million in 1964-65. 
A budget deficit of about SKr 500 million is therefore 
expected for the fiscal year 1961-62; and in 1962-63 
and 1963-64, the deficit is likely to rise by about 
SKr 800 million and SKr 400 million, respectively. Not 
until 1964-65 will the gap cease to widen. 

An alternative set of assumptions under which the 
increase in taxable income is set at 7 per cent a year— 
corresponding to the average for the second half of the 
1950’s—presents a somewhat brighter outlook. Accord- 
ing to these estimates, the rise in the budget deficit will 
cease in 1963-64. 


Source: Svenska Handelsbanken, /Jndex, Stockholm, 


Sweden, No. 3, 1961. 


Borrowing in Switzerland by Finland 


The Finnish Government will float a Sw F 30 million 
15-year loan on the Swiss market in September. The 
bonds carry an interest rate of 5 per cent and will be 
issued at par. This is the first loan that the Finnish 
Government has offered abroad for public subscription. 
Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 

way, September 5, 1961. 
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Economic Developments in Germany 


The German Federal Ministry of Economics states in 
its latest report that the easing of the rate of expansion 
is no disaster from an economic point of view, but is, 
on the contrary, an advantage from the point of view 
of maintaining a steady rate of growth. Full employment 
has not yet been affected by the steadying process which 
was encouraged by the revaluation of the deutsche mark 
(see this News Survey, Vol. XIII, p. 65). Rather, the 
current unemployment ratio of 0.4 per cent and a 
further increase in the number of jobs vacant despite 
the increased influx of refugees point in the reverse 
direction. In almost all sectors, seasonal influences in 
July, especially the impact of holidays, were great. In- 
dustrial production declined more sharply than is usual 
in that month, the index (1950 = 100) falling to 244, 
from 273 in June. While output was about 5 per cent 
more than in July 1960, this was the lowest rate of 
increase from the preceding year since the beginning of 
the boom in April 1959. Production of capital goods 
was well maintained, exceeding that in July 1960 by 
about 10 per cent; but production of consumer goods 
was only 3 per cent higher than last year, the restriction 
of motorcar production being an important factor in this 
low rate of increase. In the basic materials and produc- 
tion goods industries, the rate of growth fell below 
4 per cent, which was less than in July 1960. Foreign 
trade also suffered more than usual at this period; after 
a sharp increase of 16.7 per cent in June, the rate 
of growth fell to 3.4 per cent in July. For the first 
seven months of 1961 the increase in exports was 
8.4 per cent, which, though considerable, was little more 
than half the increase in 1960. For imports also, the 
rate of growth has declined during recent months, in 
part because of decreases in the prices of many imports. 
While the holiday period has exaggerated production 
results this year, this does not mean, according to the 
Ministry of Economics, that the longer-term forces of 
economic expansion have abated. In particular, private 
consumption and the demand for services are increas- 
ingly important. Although investment is, at present, the 
decisive factor in expansion, the investment boom in 
industry seems to have passed its peak. Such a regroup- 
ing of expansionary factors is typical of a well-advanced 
boom. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 


Main, Germany, August 29, 1961 


New German Bank Law 


In its August Report, the Deutsche Bundesbank out- 
lines the Bank Law that was approved on June 28 by 
the Parliament of the Federal Republic of Germany, 
and which is to enter into force on January 1, 1962, 
replacing similar legislation enacted in 1934. The new 
Law provides the basis for government supervision over 


credit institutions and their activities; it is designed to 
safeguard the public against losses arising from abuses 
and disturbances in the working of the credit mechanism. 

Under the new Law, the Lander authorities’ supervi- 
sion of the credit institutions will be replaced by central 
supervision through a Federal Supervisory Office under 
the general jurisdiction of the Federal Ministry of Eco- 
nomics. Although it might have been desirable from an 
economic point of view to invest the Bundesbank, a 
body independent of governmental or parliamentary 
control, with supervisory i@ictions over the credit sys- 
tem, it was not considered legally possible. However, 
adaptation of the legislation concerning credit institu- 
tions to regulations of the Bundesbank Law of 1957 is 
expected to ensure the uniformity and effectiveness of 
government policy in this field. The mutual obligation 
of the two supervisory bodies to provide information 
should also give the Bundesbank greater insight into 
the credit system. 

One of the principal tasks of the Supervisory Office 
will be the elaboration and publication of norms regard- 
ing “reasonable capital basis” and “sufficient liquidity” 
required of the credit institutions. The Law of 1934 
contained a similar requirement, but such norms were 
never laid down. Instead, the Bundesbank applied cer- 
tain standards in instances where credit institutions had 
recourse to central bank credit. 

The new Law also provides for certain changes and 
new regulations with respect to credit conditions, adver- 
tising, definition of savings deposits and savings banks, 
loans against promissory notes, etc. Regulations con- 
cerning building societies and the insurance against loss 
of deposits held with private banks are not covered by 
the Law but are to be prepared. 

Source: Deutsche Bundesbank, Monthly Report, Frank- 
furt am Main, Germany, August 1961. 


French Reserves 


The gold and foreign exchange reserves of France, 
which had increased by $895.1 million during the first 
seven months of 1961 (see this News Survey, Vol. XIII, 
p. 251), declined by $154.4 million in August, to 
$2,810.5 million. During that month, France repaid 
ahead of schedule the outstanding debts which it had 
contracted vis-a-vis other European countries, within 
the framework of the European Payments Union, for 
a total of $306.3 million; it also repaid the last install- 
ment ($6.5 million) of its debt to Finland. In early 
August, the United Kingdom drew the equivalent of 
$270 million from the International Monetary Fund’s 
holdings of French francs. At the request of the Bank 
of England, France converted a part ($96 million) of 
this drawing into foreign currencies; but for one third 
of the drawing, i.e., $90 million, the Fund purchased 
French francs with gold (see this 


News Survey, 
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Vol. XIII, p. 241). In August, France received 
$36.2 million from the Federal Republic of Germany, 
as the first installment of World War II compensation. 
International transactions other than those mentioned 
above resulted in a surplus of $128.2 million. 


Source: Le Monde, Paris, France, September 5, 1961. 


Middle East and Africa 


Saudi Arabian Currency Cover 


The Saudi Arabian Monetary Agency has decided 
to increase the proportion of gold in its currency cover 
to 50 per cent, and the Agency has arranged the pur- 
chase of an additional $25 million worth of gold through 
the Federal Reserve Bank of New York. Currency in 
circulation will now be covered in equal proportions by 
gold and convertible currencies. Gold accounted for 
only 12% per cent of the currency cover last Novem- 


ber, when it was decided to buy $35 million worth 
of gold. 


Source: Middle East Economic Digest, London, Eng- 
land, September 1, 1961. 


Introduction of Advance Deposits in Morocco 


In order to check the increasing foreign trade deficit, 
the Government of Morocco took certain restrictive 
measures in early September. When applying for an 
import license, all importers are now required to de- 
posit 50 per cent of the value of the intended import 
with an authorized bank, which in turn must remit to 
the central bank half of the deposits received from 
importers. Exemptions from advance deposits are 
granted for imports effected within the framework of 
U.S. aid; also, in special cases exemptions may be 
granted by decrees of the Minister of National Econ- 
omy. Imports from the French Franc Area remain, in 
principle, free of quantitative restrictions, but prospec- 
tive importers of goods from that area must deposit with 
authorized banks, one month before the indicated date 
of arrival of the import, a “commitment” to import the 
goods (this had previously been a requirement for all 
other importers); the banks are not allowed to make 
payment for imports without this document, which is 
also required for customs clearance. 

The latest available foreign trade data indicate a 
sharp deterioration in Morocco’s external position dur- 
ing the first half of 1961. As imports continued to rise 
and exports declined, the trade deficit rose to DH 196 
million ($39 million) in January-June 1961, compared 
with a deficit of DH 98 million in the same months of 
1960. The deterioration occurred exclusively in trade 
with the France Area, with which Morocco continues to 
conduct the largest part of its total trade. In the first 
six months of 1961, a deficit of DH 203 million was 
recorded in trade with that area, in contrast to a sur- 


plus of DH 13 million in January-June 1960. Trade 
with the rest of the world showed a surplus of DH 7 
million in the first half of 1961, compared with a deficit 
of DH 111 million a year earlier. This improvement 
resulted from a reduction in the deficit with the dollar 
area, a surplus (instead of a deficit) in trade with bi- 
lateral payments countries, and an increased surplus in 
trade with the sterling area and other countries in- 
cluded in the area of convertibility. 

Source: Le Monde, Paris, France, September 10-11, 

1961. 


Financial Situation in the Republic of the Congo 


A study published in July by the Institute for 
Economic and Social Research of the University of 
Lovanium (Leopoldville) shows that the financial and 
monetary situation in the Republic of the Congo (ex- 
cluding Katanga) continued to deteriorate during the 
first part of 1961, though at a less rapid pace than in 
the late months of 1960 (see this News Survey, 
Vol. XIII, p. 49). The average monthly deficit in the 
government budget in the first six months of this year 
was somewhat less than in the last six months of 1960, 
owing to increased revenues and to a reduction in over- 
all expenditures. The size of the deficit, however, con- 
tinued to be quite substantial (Cong. fr 580 million a 
month, or some 60 per cent of total expenditures). The 
increase in revenues was mainly the result of an im- 
provement in the tax collecting machinery, especially 
in Leopoldville Province, while the reduction in ex- 
penditures was due largely to the administrative dis- 
organization prevailing in certain regions (particularly 
Kivu Province and South Kasai), the postponement of 
certain current payments, and the complete suspension 
of service on the foreign public debt. 

For the first six months of 1961, revenue was at an 
annual rate of Cong. fr 3.5 billion, which is only 60 per 
cent of the 1959 rate for the entire Congo excluding 
Katanga. The rate of expenditure was Cong. fr 11 
billion, or nearly as high as in 1959, although public 
construction and other services were discontinued and 
many obligations deferred. The reduction in personnel 
expenditure (estimated at Cong. fr 3.4 billion a year) 
as a result of the departure from the Congo of about 
8,000 high-salaried Belgian officials was more than 
offset by exceptional increases in salaries of the Con- 
golese army and civil servants. 

Since January 1961, Orientale and Kivu Provinces 
have been politically separated from the rest of the 
country, but all Congo provinces (with the exception 
of Katanga and, in part, South Kasai) have remained 
monetarily and financially linked to the Government in 
Leopoldville because of the existing centralized public 
accounting system. Thus, the Government in Leo- 
poldville, though deprived of any authority and control 
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over provincial affairs, has continued to finance the 
greater part of provincial expenditures. 

Budget prospects for the near future remain very 
somber. A new salary scale providing for additional 
Salary increases for civil servants and government 
workers went into effect on June 1, 1961 in Leopold- 
ville Province. Its application to all provinces (ex- 
cluding Katanga) would increase personnel expenditure 
(which already represents the largest share of total 
budget expenditure) by about Cong. fr 2 billion a 
year. Owing to the limited possibilities of increasing 
revenues, only the application of strict control over 
further increases in budget expenditures, together with 
the establishment of provincial budgets administratively 
separate from that of the Central Government, could 
prevent a further deterioration in the country’s public 
finances. 

To cover the current deficit, the Government has had 
continued recourse to Central Bank advances. And al- 
though in the first six months of 1961 this deficit was 
somewhat smaller than in the preceding six months, its 
financing has become an increasingly dangerous source 
of inflation. The price structure, however, has thus 
far resisted inflationary pressures, owing to a number 
of factors operating in the economy which, up to the 
present, have neutralized in large part the considerable 
creation of purchasing power. Among these factors 
are the departure from the Congo of a large part of 
the European consumer population, the suspension of 
service on the foreign debt, and the existence of a sub- 
stantial degree of unemployment, which in part offset 
the additional demand resulting from wage increases in 
the private sector while local production of consumer 
goods remained high. Another factor which in recent 
months has prevented an acceleration of monetary 
depreciation has been the tendency of enterprises and 
the native population, especially the rural population 
in the interior of the country, to hoard banknotes. 
Enterprises in the troubled regions of the country have 
preferred to keep a large part of their assets in cash 
for fear that the authorities may decide to block bank 
accounts (as actually happened in Orientale Province ) 
or that the capital invested might otherwise be aban- 
doned. For the rural population, the tendency to hoard 
is a result of the shortage or the complete disappear- 
ance of those nonessential consumption goods (mostly 
imported) which they generally buy with their money 
income. 

The influence of these various factors on prices may 
well disappear or even be reversed in the coming 
months, unless the increasing wages and salaries in 
both the public and the private sector of the economy 
are accompanied by an increase in production and in 
the amount of goods available. Additional wage in- 
creases in the private sector, which are now being de- 


PUBLICATIONS OF THE INTERNATIONAL MONETARY FUND 
Staff Papers 


Vol. VIII, No. 2, May 1961 
CONTENTS 
Professor Triffin on International Liquidity and 
the Role of the Fund Oscar L. Altman 
A Brief for the Defense Robert Triffin 
An Exchange-Market Analysis of the U.S. 
Balance of Payments Walter R. Gardner 
Some Mathematical Notes on the Quantity 
Theory of Money in an Open Economy 
Money Supply and Imports 
J. Marcus Fleming and Lorette Boissonneault 


Relative Growth of Exports of Manufactures of 
United States and Other Industrial Countries 
Anne Romanis 


S. J. Prais 


Recent Progress in Latin America Toward ; 
Eliminating Exchange Restrictions F. d'A. Collings 


The Fund Agreement in the Courts—VI Joseph Gold 


Three numbers constitute a volume, but not all num- 
bers are necessarily issued within one calendar year. 
Volume I, the first and third numbers of Volume II, the 
first and second numbers of Volume III, and the third 
number of Volume V are out of print and no copies are 
available. All numbers of Volumes IV, VI, and VII are 
available at a subscription rate of $3.50 a volume; 
single numbers may be purchased for $1.50. 


Beginning with Volume VIII, the subscription price 
is $6.00 a volume; single numbers may be purchased 
for $2.50 


Balance of Payments Yearbook 


Volume 13 of the Balance of Payments Yearbook 
series is being published monthly in loose-leaf form. It 
will contain basic statistics, with explanatory notes, for 
the years 1956-60 and will provide a comprehensive 
record of the international transactions of some 75 coun- 
tries. For the majority of countries, regional details of 
the basic data for 1960 will be shown; figures for the first 
halves of 1960 and 1961 will be given for the countries 
that report such data. In addition, Volume 13 will con- 
tain summary statements for the individual countries, ex- 
pressed in U.S. dollars and covering several years. The 
analytic material in Volume 12 and earlier volumes will 
be brought to date, and new analytic statements will be 
added. The first loose-leaf sections were issued in June 
1961, and the last will probably be issued in May 1962. 

Volume 13 introduces a new form of basic presenta- 
tion designed to make the statistics more readily usable 
for balance of payments analysis and to increase their 
comparability with national account and sector finance 
statistics. Since Volume 12 also covers data for 1956-59, 
a comparison of the figures for these four years in the 
new and old forms of presentation may easily be made. 
The provisional statements providing the latest data avail- 
able are being continued as a feature of the Yearbook. 

For Volumes 12 and 13, the subscription price is 
$7.50 a volume; a binder for filing the loose-leaf sections 
may be purchased for $3.50 


* > * 


Subscriptions are quoted in U.S. dollars; schedules of 
the equivalents in other currencies will be furnished 
on request 


Address orders to 
The Secretary 
INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C., U.S.A. 
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manded, will not only place additional pressure on 
domestic prices but will be a serious threat to the com- 
petitiveness of agricultural exports, which at present 
represent practically all of the Congo’s exports. 


Source: Agence Economique et Financiére, Brussels, 
Belgium, August 9, 1961. 


Far East and Australasia 
Indian Bank Deposits Insurance Scheme 


On August 31, India’s Minister of Finance intro- 
duced in the Lower House of Parliament a bill seeking 
to establish a Deposit Insurance Corporation as a wholly 
owned subsidiary of the Reserve Bank of India. The 
Corporation would have a paid-up capital of Rs 10 
million ($2.1 million), and would insure all com- 
mercial bank deposits other than those of the Central 
Government, the State Governments, foreign govern- 
ments, or insured banks. The limit of coverage would 
be Rs 1,500, but this could be increased by the Cor- 
poration with the prior approval of the Government of 
India. Premium rates would be determined by the 
Corporation from time to time, subject to government 
approval. 


Source: The Times of India, Bombay, India, Septem- 
ber 1, 1961. 


Indian Policy for Jute 


In view of the expected abundant supply of raw 
jute in the current year, the Indian Jute Mills Associa- 
tion has decided to unseal the additional 9 per cent of 
the looms sealed in August 1960, and to abolish the 
quota system for the purchase of raw jute. These de- 
cisions become effective from the first week of Septem- 
ber, and are expected to lead to an increase in raw 
jute purchases by mills and to steady prices; in recent 
weeks, prices have been declining. According to market 
reports, the Association is also expected to agree to re- 


store the cut in working hours of jute mills from 45 
hours a week to 48 hours. 


The Reserve Bank of India on August 29 withdrew 
the existing margin requirement on advances by 
scheduled banks against raw jute and the ceiling limits 


on advances against jute textiles (see this News Survey, 
Vol. XIII, p. 221). 


Sources: The Economic Times, Bombay, India, 
August 26, 1961; The Statesman (Overseas 
Edition), Calcutta, India, September 2, 1961. 


Australian Cancellation of Stand-By with the Fund 


The Australian Treasurer, Mr. Holt, told Parliament 
on September 5 that he had informed the International 
Monetary Fund that Australia no longer required the 
stand-by arrangement for $100 million agreed in 
April 1961 (see this News Survey, Vol. XIII, p. 128). 


Australian international reserves at present total £A 570 
million, compared with £A 388 million at the end of 
March 1961. 


Source: The Times, London, England, September 6, 
1961. 


Agriculture in Australia 

A committee appointed by the Australian Govern- 
ment in 1959 to investigate the agricultural potential 
of the Northern Territory of Australia has taken a 
somber view of that region’s future. The committee’s 
report emphasizes the huge and complex problems 
which stand in the path of profitable agriculture in the 
Territory. The committee considers that only 66,000 
square miles of the total 524,000 square miles of the 
Territory have any potential for economic farming, the 
main hope for which lies in possible future discoveries 
in agricultural science. ‘This area is divided int6' 13,000 
square miles of flooded and coastal plains, possibly 
suitable for rice growing, and 53,000 square miles 
of uplands with higher rainfall, which could probably 
be used for cattle fattening. The committee has recom- 
mended that the Government set up pilot farms to test 
potential crops. 


Source: The Sydney Morning Herald, Sydney, Aus- 
tralia, August 23, 1961. 


New Zealand's Gross National Product in 1960-61 

New Zealand’s gross national product in the financial 
year ended March 31, 1961 totaled £NZ 1,309 million; 
this was £NZ 79 million (6.4 per cent) more than in 
the preceding year. Domestic demand increased by 
£NZ 169 million; consequently, the balance of pay- 
ments showed a record deficit of £NZ 55 million, com- 
pared with a surplus of £NZ 35 million—the highest 
ever achieved—in 1959-60. 

Of the individual elements of domestic demand, per- 
sonal consumption increased by nearly 14 per cent, 
from an estimated £NZ 769 million in 1959-60 to 
£NZ 876 million in 1960-61. Private capital formation 
advanced from £NZ 145 million to £NZ 171 million. 

Private savings, which had amounted to £NZ 152 
million (13 per cent of private income) in 1959-60, 
were only £NZ 84 million (7 per cent of private 
income) in 1960-61. 


Source: Reserve Bank of New Zealand, New Zealand 


News Review, Wellington, New Zealand, 
August 25, 1961. 


Western Hemisphere 


Loans by Export-Import Bank of Washington 

The Export-Import Bank of Washington announced 
the following loans in July and August: July 24, two 
loans of $3.5 million each to the Government of /ran 
—one (repayable over 7 years beginning in 1963) to 
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finance the purchase from a U.S. manufacturer of 16 
diesel electric locomotives, for further modernization 
of the railway system, and the second (repayable over 
5 years beginning in 1964) to assist the Ministry of 
Roads in acquiring U.S. road-building equipment; 
July 26, $717,000 to East India Hotels, Ltd., to finance 
the purchase of hotel equipment of U.S. manufacture 
for a hotel under construction in New Delhi, India; 
July 27, $4.5 million (repayable over 15 years begin- 
ning in 1965) to the Government of Costa Rica, to 
assist in the purchase of U.S. equipment and services 
for the expansion and improvement of the water supply 
system in San José; August 2, $90 million to Nacional 
Financiera, $.A., an agency of the Government of 
Mexico, to enable Mexico to import industrial equip- 
ment and essential goods from the United States; 
August 4, $13.2 million (repayable over 12 years be- 
ginning in 1964) to Servicios Eléctricos del Gran 
Buenos Aires of Argentina, to finance the costs of a 
steam electric-generating unit for the Puerto Nuevo 
power plant; August 24, two loans to the Government 
of Venezuela—one of $75 million (repayable over 5 
years beginning in 1964) to assist in the liquidation 
of Venezuelan obligations to U.S. manufacturers (this 
increases by $25 million the credit authorized last 
February—see this News Survey, Vol. XIII, p. 81), 
and the second of $25 million to finance private and 
public projects in Venezuela 

Sources: The Export-Import Bank of Washington, 
Press Releases, Washington, D. C. 


Swiss Bank for Panama 


A Geneva investment and banking group 
(IMEFBANK ) has established a bank in Panama City, 
with an initial capitalization of $1 million, to “encourage 
and facilitate’ European investment in Latin America. 
The bank’s operations will extend to Argentina, Brazil, 
Chile, Mexico, Paraguay, Peru, and Uruguay, and will 
stress the planning and organization of investments, 
especially in small and medium-sized industrial and 
service enterprises, to be undertaken in partnership 
with local capital. 


Source: Center for International Economic Growth, 
Economic World, Washington, D. C., August 
1961. 


Peru's Budget for 1962 


On August 25, Peru’s Finance Minister submitted 
to the Legislature the draft budget for 1962. Estimated 
revenues and expenditures are balanced at S/. 10,483 
million, an increase of 6 per cent over the 1961 budget. 
The 1961 budget estimate had exceeded that for 
1960 by 26 per cent. In contrast to previous years, 
the higher expenditures in 1962 are expected to be 
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met without any tax increases or new taxes; this is made 
possible by a surplus of S/. 478 million from the 1960 
budget. Of this surplus, $/. 354 million will be utilized 
for development projects and S/. 124 million for the 
1962 ordinary budget. 


Sources: La Prensa, August 31, ‘961, and Banco 
Continental, News Letter, August 31, 1961, 
Lima, Peru. 
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The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 











